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able for ultimate consumption. The relation between the two is
the reverse of that at a point of time. As output rises, part of the
expanded resources can thus be devoted to productive investment
in order to sustain growth, even when the initial level of per capita
income and saving is low.
(d) The evidence for secular trends in incremental capital out-
put ratios (ICOR) is limited to only a few countries. The periods
vary and the conceptual problems connected with the definition
and estimates of capital formation are rather formidable. More-
over, capital formation has historically been a much more volatile
sector of the economy than any other. Consequently, the use of
incremental capital output ratios for a severely limited period,
such as for five to ten years, usually requires a great deal of caution
in interpreting the significance of the limited evidence. And yet,
the ICOR is now being very widely used for analytical and opera-
tional purposes. It is therefore of some significance to review the
empiric evidence.17
The ICOR works out at 3.6:1 for the OEEC countries as a whole
for the period 1948-1958; but if the last two years of slow growth
are excluded it is 3.1:1. The ECLA has estimated it to have been
3,1:1 for the Latin American countries during 1945-1952 ; for the
period 1950-1956 when the expansion in national output slowed
down gradually, the ratio rose to 4.1:1. It ranged from 2:1 in Greece
to around 3:1 in Turkey and Yugoslavia and 4:1 in southern
Italy and Ireland in varying periods between 1948 to 1959.
The concepts of income and also of capital formation to some
extent are different in the centrally planned economies from those in
the private enterprise economies. The ICOR for these countries are
therefore not strictly comparable. In Eastern Europe and the Soviet
Union the ICOR has varied from 2:1 to 3:1 between 1950 and
1954 or 1955. For mainland China, it has been estimated to be
2.2:1 between 1951 and 1957.
Longer-term data are available for only a few countries. The
ICOR was 3:1 for nearly half a century (1879-1929) in the United
States.   For 30 years (1896-1929) in Sweden it was 3. 3: 1.
The evidence is far too inadequate to indicate a definite long-
17 The data presented below are from the Economic Survey of Europe
in 1959 (UN Economic Commission for Europe, Geneva), Chapter VII:
pp. 45-46,

